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@ “... in the 1950's power began to move 

away from the United States. Events of the 

P 1950's have created for the United States a 

The following is a brief summary of a research report by the Canadian-American 
Committee, tenth study in a series dealing with U.S.-Canadian economic relations, 1960's is to protect American interests in this 
sponsored jointly by the National Planning Association and the Private Planning . Mew environment. . . . If I am right, from 
Association of Canada. The study, Policies and Practices of United States Sub- on 
successes. . . . On the other hand, it offers to 
Sl laries in Canada, was written ) John Lindeman, a partner in Interna ton4 us in the 1960's a challenge far more interest- 
Economic Consultants, Inc. of Washington and Professor Donald Armstrong, Direc- ing than the notion that we are an affluent 


tor of the School of Commerce at McGill University in Montreal. society, and our only problem is to use our 


leisure decently. The world environment we 


confront demands that we in our generation 
OR MANY YEARS Canada’s economic progress has been heavily financed by prove what other generations of y see a 
foreign investment, and the volume of this investment has grown rapidly since have had to prove in the face of different 

the war. The result is that a very large percentage of Canada’s industrial capacity is agendas. It demands that we remain loyal to 
owned and controlled by non-residents. At the end of 1959, 76 percent of total the sense of democratic mission which is at 
the root of our nationhood, and demonstrate 
foreign investment in Canada was owned by U.S. residents. , once again that democracy is not the absurdity 
Canadians point out that no other advanced country has ever had so much of its dictators and autocrats have always believed 


industry controlled by residents of a single foreign country. This investment, and it to be.” 
the technology which has gone with it, has made a massive contribution to Canada’s 
economic growth in recent years. Official Canadian policy has welcomed it. But eo 
it has also increased the awareness among Canadians of the deep penetration of the 


World Affairs’ by W. W. Rostow, Professor 
te Canadian economy by U.S. business. of Economic History, Massachusetts Institute 
of Technology, currently deputy Special As- 
; sistant to the President; at the 32nd Annual 

U. S. Investment in Canada Boston Conference on Distribution. 


Well over one quarter of all industry in Canada is controlled in the United States. 

si In manufacturing, the proportion is approximately one half, and in the primary 

ql mineral resource industries—mining, smelting, and petroleum—U.S. ownership is 

close to two thirds of the total. The magnitude of such investment usually comes 

aS a surprise even to many Canadians who are already aware that U.S. subsidiaries 

ee play a large role in the Canadian economy, and to many American investors in 

: Canada who see only their own and some related investment but have no real con- 
ception of the dimensions of the movement in which they are participating. 

Virtually all U.S. investment in Canada is held by private U.S. investors. It 

represents over a third of all U.S. private investment abroad, and nearly the same 
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fraction of total long-term direct investment. Actually, 
U.S. private investment in Canada exceeds that in all Latin 
America by a substantial margin. Contrary to the popular 
impression in some quarters, U.S. financial participation in 
the Canadian economy is by no means limited to the owner- 
ship and control of business enterprises: nearly a half of 
all U.S. private funds abroad in other forms of long-term 
investment (municipal, provincial, railroad bonds, etc.) is 
in Canada, and 80 percent of Canadian bonds and deben- 
tures owned outside of Canada are owned in the United 
States. 


Canadian Concern 


It is perhaps not surprising that along with the grow- 
ing importance of U.S. controlled companies in Canada 
there has also been increasing expression of concern among 
Canadians about what this means for the Canadian economy 
and increasing criticism of some of the policies and prac- 
tices which U.S. subsidiaries in Canada are alleged to 
follow. 

Much of the Canadian-American friction that is blamed 
by Canadians on the policies and practices of U.S. subsidi- 
aries has its roots in what one Canadian statesman has 
called ‘‘a defensive reaction against the friendly pressure of 
the U.S.A. which, if we did not so react, would engulf us. 
Frankly,” he concluded, “we do not wish to be engulfed.” 
This attitude was shared by the majority of the Canadians 
interviewed in the course of this study. Their consensus 
was that nationalism does indeed complicate Canadian- 
American relations, and that the corporate policies of U.S. 
subsidiaries in Canada very often provide incidents for 
rationalizing a position that has its real basis in a deep- 
seated feeling that the very existence of Canada as a nation 
is threatened by the political, military, and economic 
weight of its nearest neighbor. 

From the Canadian point of view, the most troublesome 
aspect of attempting to reconcile nationalist feelings with 
economic realities is that Canada obviously benefits sub- 
stantially from the U.S. involvement in the Canadian 
economy. The association with the giants of American 
business is useful; U.S. investment in Canada has accentu- 
ated the rate of economic progress; and access to U.S. 
markets for the sale of most of Canada’s nonagricultural 
raw materials is absolutely essential. This puts Canadians 
in somewhat of a dilemma. They do not want to be en- 
gulfed. But neither do they want to stem the tide. 

What, then, is the Canadian answer to the dilemma? 
If U.S. business operations in Canada were to become 
Canadianized, then, it is felt, the threat of Canada being 
engulfed would be reduced to some extent. This was the 
view taken by the Royal Commission on Canada’s Economic 
Prospects in its final report in 1957. 

When criticisms are matched against actual policies 
and practices, two points stand out: 

@ Some—but by no means all—U.S. subsidiaries are 
too tightly controlled by the home office in the United 
States; this limits their freedom of action in Canada, and 
creates resentment among Canadians. 


@ Some critics in Canada are too prone to ascribe to 
all U.S. business in Canada, in a generalized way, the less 
desirable characteristics of some of the poorer performers. 


Six Aspects of U.S. Subsidiary Behavior in 
Canada 


Six major aspects of U.S. subsidiary behavior in Canada 
are most frequently the subject of Canadian criticism: 


Issuance of Equity Securities by Subsidiaries. Most 
responsible Canadian critics of the policies of U.S. sub- 
sidiaries in Canada are concerned because the typical sub- 
sidiary is wholly, or almost wholly, owned by the parent 
company. As a rule, the expressions of concern lead to 
support of the recommendation of the Royal Commission 
that U.S. subsidiaries in Canada should offer some sub- 
stantial proportion of their equity stock to the Canadian 
public. 

In its most persuasive form, the argument for Canadian 
equity participation in U.S. owned subsidiaries is that such 
participation would mean acquiring more autonomy for the 
management of the subsidiary; this, in turn, would lead to 
management decisions and actions which are more in line 
with Canadian aspirations. 

The evidence shows that, on the whole, U.S. subsidiaries 
with Canadian equity participation enjoy more autonomy 
than the others. This suggests that, if the goal is relatively 
more autonomy, then the Canadian critics are right in 
urging U.S. companies to take in Canadian investors wher- 
ever this is feasible. In addition, U.S. parent companies 
could well consider very carefully the potential long-range 
adverse effects on their Canadian subsidiaries, and on 
Canadian-American relations in general, of continued Can- 
adian resentment of nonresident ownership of important 
elements in the Canadian economy. In recognition of the 
oft repeated Canadian desire for participation in equity 
ownership, it would be highly desirable if U.S. parent 
companies, which now think of 100 percent ownership as 
being the normal and desirable relationship, would de- 
velop plans for sharing ownership with Canadians. 

On the other hand, there is a diversity of reasonable 
opinion, both on the Canadian and on the U.S. side, about 
minority equity participation, which suggests that no single 
standard of behavior should be expected. A number of 
subsidiaries do have significant equity participation by 
Canadians and seem to be happy with the results. A num- 
ber of others have considered the recommendation and 
have rejected it. Much depends on the current financial 
position of the enterprise, on management philosophy, and 
on the nature of the enterprise. The decision to offer stock 
in a subsidiary is not an easy one to make and to carry 
out. Many thorny problems arise which have been met 
and solved by the many U.S. companies whose Canadian 
subsidiaries have issued equity shares. But it is under- 
standable that some U.S. parent companies would retain 
their present form of organization and ownership unless 
the advantages and incentives for change are clearly 
demonstrable. 
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Personnel Policies. A complaint commonly heard in 
Canada is that U.S. subsidiaries reserve the better jobs 
and the policy making positions in Canada for American 
personnel. One implication is that there is a discernible 
pattern of discrimination in favor of Americans which de- 
prives Canadians of the opportunity to rise to the top of 
their professions in companies that are controlled in the 
United States. The second implication is that, by and large, 
policy making officials in these companies are oriented 
more toward the U.S. parent and its problems than they 
are toward their Canadian environment. 


The survey on which this report is based showed that 
there is no pattern of discrimination by U.S. subsidiaries 
in favor of Americans in technical and professional jobs 
in Canada. In fact, the discrimination works the other way, 
and a number of people interviewed expressed the private 
opinion that the Canadianization policy sometimes deprives 
the company of the services of highly competent non- 
Canadians. 

With respect to executive and policy making positions 
Canadianization is obviously much less well established. 
Only 15 of the 50 companies surveyed have outside Ca- 
nadian directors and a substantial majority of the wholly 
owned subsidiaries have “paper’’ boards, in which Ca- 
nadian representation obviously has no business or public 
relations value. The companies with outside Canadian 
directors tend on the whole to have a greater degree of 
autonomy. It is a common practice to have the parent or- 
ganization, often at a high level, represented on the Board 
of the Canadian subsidiary. It is much less common for 
officers of the Canadian company to be represented on the 
Board of the parent, even when the parent Board is the 
locus of much important policy making affecting the sub- 
sidiary. Whether outside Canadian directors would neces- 
sarily and automatically produce more autonomy for the Ca- 
nadian subsidiaries is perhaps an open question. But several 
Canadians have suggested that representation of Canadian 
subsidiaries on parent Boards would be helpful in getting 
a good hearing for the Canadian point of view. 


Publication of Financial Information. As a tule, 
wholiy owned Canadian subsidiaries of U.S. companies 
(and others) do not publish their financial statements, or 
offer any other public accounting of their affairs. This 
has been a subject of widespread criticism in Canada. Al- 
most every Canadian list of so-called subsidiary misdeeds 
in Canada includes prominent reference to the fact that 
the Canadian public is left in the dark as to the profit- 
ability of the important segment of the Canadian economy 
that is represented by the wholly owned subsidiaries. Ca- 
nadian critics want this to be corrected. 

The chief reason for non-publication by wholly owned 
subsidiaries is simple: Canadian law does not require it.’ 
The law does require publication of financial information 
by companies with widespread stock ownership, a category 
which includes most Canadian corporations as well as those 
U.S. subsidiaries in which there is appreciable public 


‘The Canadian government has recently introduced in Parliament 
a bill requiring financial reporting by such subsidiaries but it has 
not yet been enacted. 


ownership of equity stock. However, such financial reports 
provide but little insight into the details of the individual 
company’s operations, since Canadian law actually requires 
of the companies it affects only the publication of the 
major balance sheet and profit and-loss statement items, 
with considerable less detail than is required in the United 
States. 


The response to Canadian demands for voluntary publi- 
cation of financial information has so far been very 
limited. It seems likely to continue to be limited until 
appropriate legislation will clearly lay down the rules. 
The survey showed that such legislation would not be 
resented by U.S. companies, provided that it is nondis- 
criminatory as between Canadian and foreign-owned firms 
in its application. 


Commercial Policy. Three questions concerning com- 
mercial policies and practices of U.S. subsidiaries in Canada 
have drawn increasing attention from Canadian officials 
and the Canadian press. 


The first is sales policy, with especial emphasis on the 
limitations which might be imposed by the parent com- 
pany on export sales. The second is purchasing policy, 
most criticism tending to imply that U.S. controlled sub- 
sidiaries do not buy their materials, components, services, 
etc. in Canada to the extent that they should. The third 
has to do with whether or not those U.S. controlled sub- 
sidiaries which are principally producers of raw materials 
could and should increase the degree of processing that is 
done in Canada. 


The failure to export more manufactured goods is a 
disappointment to many Canadians. But it would be un- 
realistic to attribute it to foreign ownership or control. 
Most secondary manufactures in Canada fall into one of 
three groups, each of which precludes the possibility of 
exports on a large scale. In the first category are the highly 
market-oriented goods. It is typical of industries in this 
category (tin can producers, bakeries, etc.) that plants are 
widely scattered and operate on a relatively small scale. 
Any really substantial international or interregional ship- 
ments of the products of these industries are unlikely, re- 
gardless of ownership. In the second category fall most 
of those products which are protected by tariffs. The Ca- 
nadian tariff has been used to encourage the establishment 
of new manufacturing industries and to extend industrial 
diversification in Canada. On the face of it, it seems un- 
likely that industries which need tariffs to exist in the 
Canadian market will be able to compete in world markets, 
and the inability of such firms to export should not be 
blamed on the corporate practices and policies of U.S. 
firms. The third category is those Canadian manufactured 
goods which find formidable tariff barriers abroad—in- 
cluding, of course, those in the United States. 


Those three chief inhibitions to the export of Canadian 
manufactures apply to goods manufactured both by Ca- 
nadian and by U.S. controlled companies. Nonresident 
control is not in itself much of a factor in keeping the 
export of Canadian manufactures below the level that 
might be desired. With some exceptions, the general rule 
of management, both in the parents and in the subsidiaries, 
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seems to be to determine export policy in accordance with 
economic factors alone. 

Three main factors determine the proportion of total 
company purchases which are made in Canada: transporta- 
tion costs and availability of goods and services in Canada; 
the content requirements of the Canadian tariff legislation ; 
and the attitude adopted by management toward the im- 
portance of buying Canadian goods. 

The survey shows that company executives, even those 
under close supervision from the head office, have a good 
deal of leeway in controlling the extent of their purchases 
in Canada, and that purchasing policies, like sales policies, 
are generally—although again with some exceptions— 
dictated by economic considerations. 

U.S. controlled companies in Canada have often been 
called upon to maximize the processing of their output 
before exporting it. Without exception, the executives of 
raw material producing industries who were queried on this 
point replied that processing is carried to the point beyond 
which further work would put the product into such a 
high tariff (or prospective tariff) bracket as to be un- 
economical. U.S. tariffs are nil or very low on raw and 
semi-finished goods, and rise as the degree of processing 
increases. 

This might suggest that decisions to process or not to 
process in Canada are based solely on foreign tariffs, and 
that the ownership of the Canadian corporation is ir- 
relevant. However, this is not entirely true. The level of 
specific tariffs is subject to periodic negotiation among 
governments, and the pressure on governments to negotiate 
this or that tariff usually comes from the economic in- 
terests concerned. It is unlikely that U.S. controlled sub- 
sidiaries in Canada will be as vigorous as their Canadian 
owned counterparts in pressing the Canadian government 
to seek specific U.S. tariff reductions, particularly if the 
interests of the parent in the United States would be 
adversely affected. 


Research Activities. It is said that in general the most 
significant research activities are conducted by parent com- 
panies in the United States. Although the results of the 
research are usually made available to the subsidiary, the 
limited research activity in Canada is claimed to detract 
from the independence and maturity of Canadian industry, 
to deny the Canadian economy research-stimulated vitality, 
and perhaps also to deprive Canadian scientists of oppor- 
tunities to progress adequately in their fields. 

It is difficult to measure the volume of ‘‘research” in 
a country, or its significance to the economy. However, it 
does seem quite clear that research activities are on a 
relatively smaller scale in Canada than they are in the 
United States. This evidently is true throughout the econ- 
omy, and not just in that part of it in which U.S. con- 
trolled subsidiaries are concentrated. Although in some in- 
dustries there is no adequate basis for comparisons between 
Canadian and U.S. owned companies, there is little 
evidence that U.S. subsidiaries in Canada lag behind com- 
parable Canadian companies in research expenditures in 
Canada. However, this is not the only relevant standard 
when the problem is the effect of subsidiary practices on 


(Continued on page 7) 


Formerly one of the nation’s best known industrial 
arbitrators, Edward L. Cushman, NPA Business Committee 
member, vice president of American Motors Corporation 
and one of the members of the corporation's policy board, 
has had a distinguished career in industrial relations before 
joining American Motors on the day it was founded. 

Following his graduation from the University of Mich- 
igan (major: labor economics), Mr. Cushman became re- 
search economist for the Michigan Unemployment Com- 
pensation Commission. He went on to serve successively 
as director of the Civil Service Department of the MUCC 
and assistant to the state director of the Michigan State 
Employment Service, eventually became Michigan Director 
of the War Manpower Commission and U.S. Employment 
Service. In 1945 he received the Distinguished Service 
Award of the Detroit Junior Chamber of Commerce which 
named him Detroit's outstanding young man of the year. 

In 1946 Mr. Cushman served in Washington as Special 
Assistant to the Secretary of Labor and was on the staff 
of the U.S. Delegation to the UN Economic and Social 
Council as an advisor on labor matters. He also served 
as chairman of the U.S. Delegation to the Metal Trades 
Committee of the International Labor Organization. In 
1947, Mr. Cushman became Executive Director of the 
MUCC and chairman of the Governor's Unemployment 
Compensation Study Commission. 

Formerly a member of the Board of Governors of the 
National Academy of Arbitrators, charter member of the 
Industrial Relations Research Association (and currently 
a member of its National Executive Board), former direc- 
tor of the Wayne University Institute of Industrial Re- 
lations, Mr. Cushman has served as arbitrator in hundreds 
of labor disputes involving 53 major companies in the 
Middle West and 15 international unions of the AFL and 
CIO. For four years he was also permanent umpire for 
Parke, Davis & Co. and the CIO’s Chemical Workers. 

Mr. Cushman serves as a member of the Manufacturers’ 
Committee of the Automobile Manufacturers Association, 
Chairman of the Church-Industry Group of the Employers 
Association of Detroit, and was formerly on the Labor 
Relations Committee of the U.S. Chamber of Commerce. 
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Schools in 


HE PAST DECADE may well go down in history 
4 the period when the United States reawakened to 
the importance of education, asserts the Department of 
Health, Education, and Welfare. The decade ahead should 
be a decade of progress. New ways must be found to meet 
the challenge of the times. In a staff study published in 
the January issue of School Life, the School Administra- 
tion Branch of the Office of Education has taken a look 
at some of the things that are likely to happen in education 
in the 1960s, and has come up with a forecast of future 
developments in educational administration. 


During the past decade enrollments in elementary and 
secondary schools rose 44.5 percent; the number of class- 
room teachers rose 42 percent; the costs tripled. But the 
next decade promises even more dramatic developments: 
600,000 additional classrooms and related facilities will 
be needed in the 1960s. 


“The forces which in the past decade gave impetus to 
inquiries into what is to be taught in the schools and 
how it should be taught, will grow stronger in the 1960s,” 
predicts the study. There will be an intensive examination 
of curriculum, organization, instructional technology, and 
use of staff. School days may well be lengthened to eight 
hours for intermediate and secondary grades, and the 
school year to 200 days for all. Summer sessions will be 
used extensively as a means of expanding and improving 
programs. 

In order to cope successfully with the new problems, 
revolutionary changes will take place in school administra- 
tion in the next decade. 


Administrative Organization will require large scale 
adaptations, especially in the metropolitan areas where 
over three fourths of the enrollment increase will be con- 
centrated. Decentralization of administration will become 
increasingly common in very large school systems. Greater 
emphasis will be given to school redistribution in suburban 
localities: the number of school districts (now estimated at 
42,000) will fall below 20,000, and most new districts 
will be larger, 12-grade units. Many small high schools 
that now operate as separate units will be consolidated. 
The role of the state departments of education will be 
significantly broadened. 


Planning will demand coordination at all levels of 
government. Greater stress will be laid on systematic re- 
search, the basis for sound educational planning. More and 
moré modern machines and systems will be used in correlat- 
ing and reporting the information; this in turn will give 
the teachers more time for the instructional program. The 
educational program objectives will dictate the financial 
plan, rather than the other way around, as has sometimes 
been the case in the past. 


Legal Structure will be strengthened, since many 
states are expected to do more codifying and recodifying 
of their school laws. More local school systems will have 


the 1960s 


the advantage of carefully organized and _ well-written 
school board policies supplemented by administrative rules 
and regulations. 


Teaching Staff will be of substantially higher quality. 
Major changes will be made in the reward system, in- 
cluding salary, fringe benefits, and other compensations. 
The current emphasis on the improvement of professional 
preparation programs for school administrators will be 
intensified. Few public teachers’ colleges will be left by 
1970: teachers will be trained in institutions that prepare 
people for other professions, too. Organized and syste- 
matic inservice educational programs for the teachers will 
be developed to help them keep abreast of the rapid 
additions to knowledge in all fields. 


Facilities will be planned and constructed so that they 
can be adapted to nonschool use. School buildings will 
have more flexibility, will be more extensively used for 
both school and community activities. Significant changes 
in school building design are in the offing: windowless 
schools, artificially lighted and mechanically ventilated ; 
movable rooms, made up of modular sections; round 
structures which permit savings on building materials and 
corridor space. In large cities, underground gymnasiums, 
auditoriums, civil defense shelters, parking areas, etc. may 
well help to solve some of the problems. 


Finance of public schools will no longer be dominated 
by the outdated concept of the last quarter of a century: 
to provide equal educational opportunity for all, up to a 
certain dollar level. During the 1960s school finance pro- 
gram will reflect an increasing emphasis on developing 
the capabilities of each individual to the fullest. More 
funds will be spent on testing, guidance and counseling, 
special programs and high-quality teaching. Federal sup- 
port for public education will increase. It will become a 
recognized fact that education, like military defense, social 
security, or highways, is a matter of national interest and 
concern and should be financed by the entire national 
economy. The percentage of funds from state sources is 
likely also to increase. More school districts will employ 
professionally qualified management officials. 


School and Community Relations are likely to be- 
come much closer in the decade ahead. More and more 
school systems will employ staff with special competence in 
the techniques of communication. Schools will conduct 
regularly scheduled and special television programs to in- 
crease public understanding of the educational program. 
The role of local citizen advisory committees will be re- 
fined and organized programs for school-community rela- 
tions will be tied closely to research techniques. 


(‘Educational Administration in the Decade Ahead,” by 
the Staff of the School Administration Branch of the Office 
of Education, Department of Health, Education, and Wel- 
fare, School Life, January, 1961.) 
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Import Liberalization and 
Employment 


HE POSSIBLE REPERCUSSIONS of liberalizing 

U.S. trade policy have been the subject of much de- 
bate in recent years. Import Liberalization and Employ- 
ment by Walter S. Salant and Beatrice N. Vaccara con- 
tributes much to this discussion and provides valuable data 
which will be useful to policy makers. 

This Brookings Institution study presents a systematic 
examination of the short-run employment effects in specific 
industries of a unilateral U.S. reduction in tariff or other 
protective barriers against imports. In a somewhat different 
approach to the same problem, the 1960 NPA study Local 
Impact of Foreign Trade, examined the effects of foreign 
trade on three selected American communities. 

Part One of the Import Liberalization and Employment 
is devoted to a discussion of some of the market forces 
which are stimulated as a result of lowered import barriers. 
The shift in spending from domestic to competitive foreign 
goods is one such major force set in motion. It has re- 
percussions throughout the whole economy. The domestic 
industry whose protection is reduced decreases its output 
and buys less from its suppliers who in turn purchase less 
from their suppliers and so on. Thus the output changes 
throughout the economy are induced by the initial output 
change in the import competing industry. The decrease in 
output affects the income of businesses and employees; this 
in turn induces changes in spending which further af- 
fect output, employment, income, and spending. The pro- 
cess does not end here, however: an increase in imports 
affects the incomes of exporters in foreign countries and 
augments the dollar earnings of these countries. Directly 
or indirectly, these changes in foreign economies may be 
expected to lead to an increase in U.S. exports. 

Part Two of the book describes the primary employ- 
ment effects brought about when domestic output in each 
of 72 specific industries declines by a stipulated amount. 
The estimates consist of the direct effects on employment 
that are felt by the “liberalized” industry and its suppliers. 

Consideration of the primary effects alone would neces- 
sarily create a one-sided impression of the total employ- 
ment effects of liberalization. Hence, Part Three presents 
an analysis of the employment effects of export increases 
associated with liberalization of imports. 

Part Four brings together the primary effects of liberal- 
ization on employment and the estimates of increases in 
employment as a result of increases in exports. It shows 
the direction and magnitude of the total net effects on 
employment. 

In the final section, the empirical conclusions are sum- 
marized, and the policy implications of different types of 
liberalization programs are indicated and evaluated. 

(Import Liberalization and Employment by Walter S. 


Salant and Beatrice N. Vaccara, The Brookings Institution, 
Washington, 1961, xix and 388 pp., $6.75.) 
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International Peace Corps 


A FEW SKEPTICAL, wait-and-see voices failed to 
dampen the general enthusiasm which greeted the estab- 
lishment of the Peace Corps, endorsed by President 
Kennedy in his State of the Union message to Congress 
on January 30, 1961. 

An International Peace Corps, recently published by the 
Public Affairs Institute, will do much to answer the many 
questions asked and to promote sensible, informed think- 
ing on the subject. Written by Dr. Samuel P. Hayes, 
former Director of the Foundation for Research on Human 
Behavior, and currently Professor of Economics at the 
University of Michigan, the study brings together “the 
best thinking of the day on what an International Peace 
Corps could and should do, and how it would be best 
organized and administered.” 

The study discusses earlier proposals and plans along 
the lines of the Peace Corps program, the “middle man- 
power” need which might be successfully filled by the 
Peace Corps, the “international” vs. the “national” aspects 
of the organization, training required, costs involved, the 
selection and organizational problems of launching the 
new program. 

An appendix lists some two dozen private organizations 
already carrying on international service programs in which 
young American volunteers participate. Their fund of ex- 
perience should prove most valuable indeed. 


(An International Peace Corps, The Promise and Problems, 
by Samuel P. Hayes, published by Public Affairs Institute, 
Washington, 1961, 96 pp., $1.00.) 


“The Six” Forge Ahead 


A STORY OF PROGRESS was told before the Euro- 
pean Parliament in Strasbourg by Robert Marjolin, Vice 
President of the European Economic Community (‘The 
Six”), in a speech on January 19, 1961. “Recent years 
have brought the Community into full economic expan- 
sion,’ Mr. Marjolin said, “with its industrial production 
growing at a much more rapid rate than that of other 
areas of the western world.” 

Industrial production within the Community went up 
by 12 percent in 1960. The Gross National Product of 
the European Economic Community rose by seven percent 
in 1960 over 1959 in terms of constant prices. Increase 
in intra-Community trade provided perhaps the most 
spectacular illustration of progress made: first estimates 
indicate a rise of about 25 percent over the 1959 level, 
all the more impressive since this follows a rise of 19 
percent the previous year. 

The six member states decided to speed up the imple- 
mentation of the Common Market Treaty. By the end of 
this year all quota restrictions on intra-trade in industrial 
goods will have been abolished—eight years ahead of the 
original timetable. 


(Bulletin from the European Community, No. 44, Feb. 
1961.) 
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Science at the State Department 


AR REMOVED though it may seem from the field of 
diplomacy and international politics, science occupies 
an important niche in the working structure of our De- 
partment of State. The primary responsibility of this 
agency: development and execution of U.S. foreign policy, 
is intimately interwoven today with some highly technical 
matters which run the gamut of man’s activities and _re- 
quire expert advice on the highest level of competence. 
The Science Adviser of the Department of State, a 
recent DOS publication, describes the origins and functions 
of the relatively new science program in the Department 
of State. 

Spurred by the recommendations of several studies un- 
dertaken during and after World War II (the earliest 
of which was carried out under Dr. Vannevar Bush and 
completed in 1945), the State Department began by es- 
tablishing at the London Embassy in 1947 a small staff of 
scientists, representing various scientific disciplines. Their 
task was to carry on the liaison between British and Ameri- 
can scientists which had begun during World War II 
when technical teams from the two countries had worked 
together to obtain the benefits of-seized enemy scientific 
and technical data. 


In February 1951, acting on the basis of the London 
experiment and of the subsequent surveys and studies, the 
DOS established the Office of the Science Adviser of the 
Department of State. 

The DOS Science Adviser—currently Dr. Walter G. 
Whitman, onetime Chairman of the Department of Chem- 
ical Engineering at M.I.T.—is directly responsible to the 
Secretary of State and participates in daily staff meetings 
of the Secretary and his principal officials. Besides his 
Washington staff, he is also in charge of the corps of 
science attachés, serving at the U.S. embassies abroad. 

Currently, nine U.S. foreign missions include scientific 
attachés among their staff members: London, Paris, Stock- 
holm, Tokyo, New Delhi, Rome, Bonn, Buenos Aires and 
Rio de Janeiro. During the summer of 1960 a scientific 
attaché was also temporarily assigned to our Embassy in 
Moscow. The duties of the scientific attachés—appointed 
for two-year periods as Foreign Service Reserve officers— 
fall into three general categories: advisory, reportorial, and 
representational. The attachés, chosen for their outstanding 
scholastic and professional qualifications, are also required 
to know the language of the countries to which they are 
assigned. 

Intimately involved in shaping U.S. relations with such 
international organizations as International Atomic Energy 
Agency, EURATOM, UNESCO and NATO, the activities 
of the Office of the Science Adviser range from coopera- 
tion in the 1957/58 International Geophysical Year pro- 
gram to the preparation of the Antarctic Treaty, signed 
on December 1, 1959 by the United States and 11 other 
nations. 


(The Science Adviser of the Department of State, Depatt- 
ment of State Publication 7056, November, 1960.) 


(Continued from page 4) 


Canadian-American relations. In view of the Canadian 
desire to participate more extensively in research activities, 
companies who find themselves in a position to do so 
should be urged to transfer some part of their research 
program to Canada. 


Contributions to Charity and Education. It is often 
said in Canada that U.S. firms operating there do not carry 
their full community responsibility in philanthropic affairs. 

The survey showed that there was a tendency among the 
critics of U.S. business performance in Canada to gen- 
eralize from the poorest behavior and to overlook the 
good citizenship of a large number of important firms. 
In addition, the allocation of subsidiary contributions may 
be determined by head office rules that may not be entirely 
appropriate for Canadian conditions as far as the standard 
of giving or the company policy on contributions are con- 
cerned. The Canadian fund raisers were unanimous in their 
opinion that, although the bulk of U.S. subsidiaries in 
Canada do not make contributions that meet the standard 
set on the average by purely Canadian companies, “the 
inadequacy . . . is not a question of ill will or irresponsi- 
bility, but one of distance and size.” In fact, the Canadian 
national corporations themselves are less likely to give as 
well in a community away from the head office as the large 
local firm. 

It is clear that some Canadian complaints about the 
giving record. of U.S. subsidiaries in Canada have their 
roots in practices which can be changed only by the com- 
panies themselves, at relatively little cost in money and 
with a potentially large gain in good will. But it is equally 
clear that some complaints also spring from misinforma- 
tion and perhaps even from a nationalistic bias against 
U.S. business in Canada. 


Conclusion 


The survey showed that none of the six points of 
criticism of U.S. subsidiary operations in Canada could 
stand up as a generalized indictment. In some cases the 
evidence collected in the course of this study clearly does 
not support the implications of the criticism. In other 
cases, where the record of performance is mixed, there 
are sound reasons why some companies do not adopt the 
practice which Canadians expect of them. In still other 
cases, it would appear that the responsibility for remedial 
action would rest with the Canadian authorities, and not 
with business management. 


This is not to say that all Canadian criticism of U.S. 
subsidiary policies and practices is unjustified. A good 
deal of it is valid and should be heeded. But a number 
of Canadians have pointed out that Canadian-American 
relations are needlessly worsened by unthoughtful and un- 
informed criticism. In particular, it would be better for 
Canadian-American relations if Canadians realized that 
there are great complexities and diversities in business or- 
ganization and motivations, and that these often require 
corporate behavior which does not strictly meet the stand- 
ards that many Canadian critics might wish to set. 


4 
on 


The real issues of concern in this study are whether, 
under what conditions, and to what extent U.S. subsidiary 
policies and practices in Canada could reasonably be 
changed in the interest of better Canadian-American re- 
lations; and, of course, the related question of whether 
the Canadian demands for another pattern of behavior 
have been realistic. 

The six objective standards of performance, examined 
in this study, are not universally applicable. For example, 
it often does not make sense from the standpoint either 
of the company or of the Canadian investor for a U.S. 
controlled subsidiary to offer equity shares to the public. 
Similarly, it is sometimes unrealistic to expect research to 
be carried out in Canada on a scale commensurate with 
that done by the parent company in the United States. In 
other cases, a monopoly of top management positions for 
Canadians would weaken, rather than strengthen, the 
subsidiary. 

Nevertheless, the objective standards of behavior have 
been proposed in enough places and by enough highly 
placed people in both major political parties in Canada to 
make it hazardous for any U.S. controlled company to 
ignore them if it wishes to find continued hospitality for 
U.S. controlled business in Canada. At the very least it 
would seem advisable for the larger companies that de- 
viate from these standards to recognize that the standards 
exist, and to explain to the Canadian public the reasons 
for the deviation. The Canadian public should also know 
about it when companies already measure up well, or 
when they change established policies or practices in re- 
sponse to the growing demand for Canadianization. 

That this demand for Canadianization is growing has 
become apparent during the course of this study. Well in- 
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formed Canadians see this as taking the form of pressure 
for legislation affecting such things as foreign equity 
ownership, Canadianization of directorships, and the pub- 
lication of financial and other data. Many Canadians, who 
are accustomed to reform through persuasion and accommo- 
dation, look upon the possibility of such legislation with 
misgiving. In this they reflect the concern of the Royal 
Commission on Canada’s Economic Prospects that under 
some conditions the Canadian reaction to extensive foreign 
ownership and control “might develop into demands for 
restrictive or discriminatory action of an extreme kind, the 
consequences of which would be unfortunate for all con- 
cerned.” 


(Policies and Practices of United States Subsidiaries in 
Canada, by John Lindeman and Donald Armstrong, Na- 
tional Planning Association and Private Planning Associa- 
tion of Canada, Montreal, 1960, 93 pp., $2.00.) 
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